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Independent Auditors’ Report

To the Board of Directors
Accrediting Counci! for Independent Colleges and Schools

We have audited the accompanying financial statements of Accrediting Council for Independent
Colleges and Schools (ACICS) {a nonprofit organization), which comprise the statement of
financial position as of June 30, 2017, and the related statements of activities and changes in net
assets, and cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management 1s responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auaditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditors consider internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opumion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opimon. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made my management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all matenal respects, the
financial position of Accrediting Council for Independent Colleges and Schools as of June 30, 2017,
and the change in its net assets and its cash flows for the year then ended, in accordance with
accounting principles generally accepted in the United States of America. _
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To the Board of Directors
Accrediting Council for Independent Colleges and Schools

Report on Supplementary Information

QOur audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The supplementary schedule of functional expenses is presented for purposes of additional
analysis and 1s not a required part of the financial statements. Such information is the responsibility
of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the financal statements or to the financial statements themselves, and
other additional procedures 1n accordance with auditing standards generally accepted in the United
States of Amenca. In our opiruen, the information 1s fairly stated in all matenal respects i relation
to the financial statements as a whole.

Report on Summarized Comparative Information

We have previously audited Accrediting Counci for Independent Colleges and Schools’ 2016
financial statements, and we expressed an unmodified audit opinion on those audited financial
statements 1n our report dated November 7, 2016. In our opmion, the summarnzed comparative
information presented herein as of and for the year ended June 30, 2016, is consistent, in all material
respects, with the audited financial statements from which it has been derived.

Bethesda, Maryland Certified Public Accountants
December 1, 2017












ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

ORGANIZATION

Accrediting Council for Independent Colleges and Schools {ACICS) was founded 1n 1912 to
establish and advance the quality of education of independent, non-public career schools,
career institutions, and colleges. ACICS accomplishes these objectives by performing the
accreditation function for its members.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

Financial statement presentation follows accounting principles generally accepted in the
United States of America in relation to net asset classification. ACICS 1s required to report
information regarding its financial position and activities according to three classes of net
assets: unrestricted net assets, temporanly restricted net assets, and permanently restricted net
assets. There are no temporarily or permanently restricted net assets at June 30, 2017.

Cash and Cash Equivalents

ACICS considers all short-term, highly ligqmd investments with wmtial maturities of three
months or less to be cash equivalents. Since all such cash equivalents are contained in
ACICS’s mvestment portfolio and are not used in current operations, they are reported as
investments.

Accounts Receivable

Accounts recervable includes program related revenue that has not been received as of
June 30, 2017. No interest is accrued on receivables. Accounts receivables are reported at their
unpaid balances, reduced by an allowance for doubtful accounts, if necessary. As of
June 30, 2017, management does not believe doubtful accounts are significant, and no
allowance has been reflected in the financial statements. Recetvables are considered impaired
if full principal payments are not received in accordance with the contractual terms.

Management periodically evaluates the adequacy of the allowance for doubtful accounts by
considering ACICS’s past receivables loss experience, known and inherent risks in the
accounts receivable population, adverse situations that may affect the client’s ability to pay,
and current economic conditions.

The allowance for doubtful accounts is increased by charges to bad debts expense and
decreased by charge offs of the accounts receivable balances. Accounts receivable are
considered past due based on management’s determination. Accounts recervable are reduced
based on management’s case-by-case determination that they are uncollectible.

Investinents

ACICS mvests in a professionally managed portfolio. All investments are carned at fair value.
Such investments are exposed to various nisks such as market and credit. Due to the level of nsk
associated with such investments, and the level of uncertainty related to changes in the value of
such investments, it is at least reasonably possible that changes in risk in the near term could
matenially affect investment balances and the amounts reported in the financial statements.

-8-



ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investments (Continued)

Reahized and unrealized gains and losses are reported as investment income in the statement of
activities and changes 1n net assets.

Property and Equipment

Property and equipment are recorded at cost. All acquisitions in excess of $1,000 are
capitalized. Depreciation is provided on a straight-line basis over the estimated useful lives of
the assets. Artwork is not considered a collection and is a non-depreciable asset. Property and
equipment are reviewed for impairment whenever changes in circumstances indicate that the
carrying amount of an asset may not be recoverable. The cost of property and equipment
retired or disposed of is removed from the accounts along with the related accumulated
depreciation, and any gain or loss is reflected in income.

Revenue Recognition

Sustaining fees are recognized in the year to which they apply. Sustaining fees received in
advance are recorded as deferred revenue and are recognized in subsequent periods when they

are earned.

User fees are charged to cover the administrative costs of processimg forms and are recognized
when the forms have been processed.

Substantially all receivables are derived from institutions that ACICS accredits. All receivables
to these institutions are made on an unsecured basis. Historically, ACICS has not incurred
significant credit related losses.

Functional Allocation of Expenses

The costs of providing programs and other activities have been summarized on a functional
basis in the statement of activities and changes in net assets. Accordingly, certain costs have
been allocated among the programs and supporting services benefited.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the Umted States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.



ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Information as of June 30, 2016

The financial information as of June 30, 2016, is presented in the statement of financial
position, statement of activities and changes in net assets, and statement of cash flows for
comparative purposes only and is not intended to represent complete financial statement
presentation.

Advertising Costs
ACICS expenses advertising costs as they are incurred.
Income Taxes and Uncertainty in Income Taxes

ACICS 15 exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue
Code as an organization that is not a pnvate foundation. ACICS is, however, subject to
income tax on any net profits generated by unrelated business activities as defined under the
tax laws. To date, ACICS has not engaged in such activities. As of June 30, 2017, ACICS’s
information returns filed with the Internal Revenue Service remain open for examination
generally for three years after they were filed.

ACICS follows the Financial Accounting Standards Board Accounting Standards
Codification (FASB ASC), which provides guidance on accounting for uncertainty in income
taxes recogmized in an organization’s financial statements. The guidance prescribes a
recogniticn threshold and measurement attribute for the financial statement recognition and
measurement of a tax position taken or expected to be taken 1n a tax return, and also provides
guidance on derecognition, classification, interest and penalties, accounting in interim periods,
disclosure, and transition. Examples of tax positions include the tax-exempt status of ACICS
and various positions related to the potential scurces of unrelated business taxable mcome
(UBTD). As of June 30, 2017, ACICS had no uncertain tax positions that qualified for either
recognition of an unrecognized tax benefit or disclosure in its financial statements.

ACICS’s policy 1s to recognize interest and penalties, i any, on tax positions related to its
unrecognized tax benefits in income tax expense in the financial statements. No interest and
penalties were assessed or recorded during the year ended June 30, 2017.

Reclassification of Prior Year Presentation

Certain prior year amounts have been reclassified for consistency with the current period
presentation. These reclassifications had no effect on net assets or changes in net assets.

CONCENTRATION OF CREDIT RISK

ACICS maintains 1ts cash balances at one financial institution in the Washington, D.C., area.
The balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to
250 N0 At June 30, 2017, the uninsured balance for all cash accounts was approximately
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ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

NOTES TO FINANCIAL STATEMENTS

INVESTMENTS AND FAIR VALUE MFEASUREMENTS (CONTINUED}

Level 2 inputs, if any, include quoted prices for similar assets in active markets, quoted prices
for identical or similar assets in markets that are not active, inputs other than quoted prices
that are observable, and inputs derived from observable market data.

Leve! 3 inputs, 1f any, are obtained from ACICS’s own assumptions.

Investment income consisted of the following for the year ended June 30, 2017:

Interest and Dividends
Realized Gaws
Unrealized Gains

Net Investment Income £ 1,274,982

ACICS incurred investment fees of approximately $80,000 for the year ended June 30, 2017.
COMMITMENTS AND CONTINGENCIES

ACICS leases office space in Washington, D.C., which was amended in June 2017 to
terminate part of the space and extend the agreement through December 31, 2018. Minimum
monthly rent is currently $37,948. The total of all rental payments due under the lease are
being recognized on a straight-line basis in the statement of activities and changes in net assets.
Accordingly, there is a liability recorded for accrued rent equal to the difference between the
rent expense and the actual cash payments required by the lease.

The following is a schedule of future minimum lease payments as of June 30, 2017:

For the Years Ending June 30,
2018
2019

b 711,531

The total expense incurred under all operating leases during the year ended June 30, 2017, was

ACICS has contracted vanous consultants and insurance providers. ACICS is obligated to pay fees
for these relationshnps. ACICS had an employment contract with its Intenm President which
expired on July 31, 2017. An agreement was signed with a new President on June 30, 2017, for a
three-year term commencing on July 31, 2017, and concluding on July 30, 2020.

PENSION PLANS

ACICS has a defined contribution pension plan, ACICS retirement/savings plan, as regulated by
the Internal Revenue Service Code 401(a). Employees become eligible after one year of service,
and become 25% vested for every year of employment. Contributions to the Plan are
discretionary and ACICS contributed 5% of eligible employees’ salaries. vas
contributed for the year ended June 30, 2017. ACICS’s employees are also eligibie 1o participate
in a 403(b) tax deferred annuity plan through which they can defer a portion of their annual
salary. These voluntary contributions immediately vest to the employees.

-12 -



ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOCLS

NOTES TG FINANCIAL STATEMENTS
JUNE 30, 2017

ACCREDITATION AUTHORITY

ACICS was recognized as an accrediting body through July 2016. ACICS was notified in
September 2016 that the Senior Department Official at the U.S. Department of Education had
accepted the recommendation of the Department of Education staff and the National
Advisory Committee on Institutional Quality and Integrity (NACIQI) to deny renewal of
recogmtion to ACICS.

ACICS appealed the decision and was notified in December 2016 that the Department
Education denied the appeal. ACICS immediately filed litigation seeking injunctive and other
relief through the courts. As of June 2017, all legal briefs have been filed with the U.S. District
Court. A decision from the Court is expected over the following months unless the case is
resolved in some other manner before the Court issues its decision,

SUBSEQUENT EVENTS

ACICS has evaluated subsequent events through December 1, 2017, the date on which the
financial statements were available to be issued.

On October 1, 2017, ACICS submitted a formal petition for imitial recognition as a national
accreditor to the U.S. Department of Education.

-13-
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December 1, 2017

Managernent
Accarediting Council for Independent Colleges and Schools
Washingten, D.C.

RE: BUSINESS ADVISORY LETTER

We have audited the financial statements of Accrediting Council for Independent Colleges and Schools as of
and for the year ended June 30, 2017. In connection with our audit, the following matters came to our
attention which we believe will be of interest to you. The matters are observations only and do not represent
significant deficiencies or material weaknesses in your systein of internal control that would have impacted our
audit scope.

CURRENT YEAR OBSERVATIONS

Review of accounts receivable at year-end - During our testing of accounts receivable, we noted two invoices
that were cancelled shortly after year-end and should have been removed from the receivables schedule. Since
the amount was immaterial and the accovnts were adjusted in the following fiscal year, an adjustment to the
current financial statements was not considered necessary. We would sinply recommend that the year-end
process include a detailed review of subsequent eveuts that affect the year-end balances. We are pleased to
observe that there has been a significant improvement in review of the aging receivables compared to previons
years. Adding this step will further assist in keeping the receivables as accurate as possible.

Classification of travel expenses - We noted that travel expenses that were accumulated through Concur were not
allocated to the appropriate meeting and staff expenses. As this does not affect the changes in net assets there is no
net effect to the financial statcments. However, we do recommend that the expenses be reviewed monthly and
annually to ensure they are appropriately tecorded to the relevant category. We discussed this with management
and staff and they have already irplemented procedures to correct this going forward.

Payroll templates - Several accrued compensation balances are calculated via manual entry spreadsheets. We
deteriined minor miscalculations in vacation accrual and eligible salary for detennining pension contributions for
partial year employees. We would recommend automating as much of this process as possible to reduce the risk of
human error. When determining eligible annual salary for pension contribution, we would suggest reviewing all
employees whose eligibility date falls within the current fiscal year as that is the indicator that compensation should
be prorated prior to calculating the employer contribution. We raised these supgesticns to management and they are
already m process to correct for this,

A

We would like to express our appreciation to Steven Gelfound and the rest of the accounting team for their
assistance during our audit. If you should have any questions, please feel fice to coutact us.

Sinrerely

Councilor, Buchanan & Mitchell, P.C.

COUNCILOR, BUCHANAN £ MITCHELL, P.C. - CPAs AND BUSINESS ADVISORS . "Q"“JQ’E’E.;.%,

viww cbmepa.com
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